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U S WEST Communications, Inc. ("U S WEST"), through counsel

and pursuant to the Federal Communications Commission's

. ("Commission") Notice of Proposed Rulemaking,1 hereby files its

comments on the proposed treatment of operator services under

price cap regulation.

I. INTRODUCTION

"!D. 01 Copies roc' JI!T"o. I t/
l'stABCDE ~

In its HERM, the Commission tentatively concludes that a

separate service category should be established for operator

services in the traffic sensitive basket and that a five percent

banding limit (i.e., plus or minus five percent) should be

applied to this category.2 The Commission's conclusion was

based on the need "to ensure that price cap companies do not have

unlimited ability to change prices for these services in relation

to other traffic sensitive or interexchange rates."3

'Treatment of Operator services Under Price Cap Regulation,
CC Docket No. 93-124, Notice of Proposed Rulemaking, reI. May 26,
1993 ("HRfM").
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U S WEST does not object to the placement of operator

services in the traffic sensitive basket. But U S WEST opposes

the creation of yet another service category with banding limits.

II. THE PRICE CAP STRUCTURE IS BECOMING UNDULY COMPLEX AND
REDUCING INCENTIVES

The Commission's proposal to create a separate operator

services category with five percent banding limits is the latest

in a series of proposed price cap structure revisions. U S WEST

is dismayed that the Commission finds it necessary to propose

price cap modifications in every proceeding of any import. The

Commission's original price cap order gave no indication that

modifications in the price cap structure were going to be routine

-- rather than rare exceptions. 4 Every change represents a

further tightening of price cap constraints and a step away from

"pure" price caps. Furthermore, the administrative burden on

both local exchange carriers ("LEC") and the Commission of

managing price cap regUlation increases exponentially with every

additional constraint (~, basket, category, or band). The

best way to illustrate the increasing complexity is to compare a

diagram of the price cap structure at its original implementation

on January 1, 1991, to what it would look like with recent

Commission modifications. Attachment 1 contains such a

4~ Policy and Rules Concerning Rates for Dominant
Carriers, 5 FCC Red. 6786, 6834 ! 386 (1990) ("To provide a fair
evaluation of the program, it is also important that the initial
period before periodic review and the possibility of major
adjustments be long enough for incentives to operate."). ~
also ide at 6834 ! 388.
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comparison. Clearly, the proposed price cap structure is

anything but simple -- it is beginning to look like a "Rube

Goldberg" design.

In addition to increasing the administrative burden, every

additional price cap constraint reduces and distorts LEC

incentives. The Commission adopted price cap regulation to

increase incentives and get away from the disincentives and

distortions associated with traditional rate of return

regulation. 5 The Commission will be taking a step backward if

it adopts its price cap proposals for operator services.

U S WEST urges the Commission to refrain from making any further

modifications to the price cap plan until the completion of the

LEC price cap review in 1994.

5~ id. at 6791 ! 37.
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For ~e toregoinq reasons, U S WBST urges ~e co..lssion to

retrain fro. creatinq a separate .ervice category or adop~ing

banding limits for operator services.

Respeotfully submitted,

U S WEST COMMUNICATIONS, INC.

Of Counsel,
Laurie J. Bennett

July 6, 1993

By: LT:/~tA/~
~. Hannon '
1020 19th street, N.W.
Suit.e 700
Washington, D.C. 20036
(303) 672-2860

Its Attorney
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